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% Change 
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345 48 


- 02 8.95 14.6 


319 23 


Major exports to U.S.: fuel oil, naphtha, ham and pork, footwear, steel plate, 


oilwell,casing, 


aluminum sheets, textiles. 


Major imports from U.S.: cattlehides, soybeans, coal, corn, rolling mill machinery, 
metalcutting machines, phosphates, cotton. 


a) - Official rate (previous 
b) - Tourist rate 


rate of lei 4.97 - $1.00 used before 1978) 


Source: Official published Romanian statistics except for figures on U.S. exports 


to and imports from Romania. 





ROMANIA 


Summary 


In 1978, the third year of the current Five Year Plan, the 
Romanian economy made significant progress, but 1978 
production targets in major areas (including national 
income, agriculture and foreign trade) were not met. 

Total agricultural output fell disappointingly short of 
the 1978 growth target. In foreign trade, Romania 
officially recorded a substantial deficit for the first 
time in several years. Investment remained 
extraordinarily high--more than 30 percent of national 
income. The industrial sector, receiving almost half of 
this investment, continued to grow rapidly. Even in the 
industrial sector, however, growth did not achieve the 
double-digit figures of the early 1970's. Romanian 
economic performance should continue to be strong, but a 
number of factors point to a slowdown in the exceptionally 
high growth levels of the past. Romania must import 
increasing amounts of its energy and raw material needs, 
at spiralling prices. Domestically, the economy faces 


growing constraints on manpower supply to industry and 
certain structural problems including those of labor 
productivity and management. 


U.S. trade statistics show that U.S.-Komanian bilateral 
trade reached a record level of $664 million in 1978, 
representing a 35 percent increase over the previous 

year. The United States has become Romania's second 
largest Western trading partner after West Germany. 
Agricultural commodities and raw materials continued to 
dominate Romania's imports from the United States in 1978, 
although imports of American manufactured goods showed 
encouraging increases. Mineral fuels and related products 
also accounted for more than one-fourth of Romanian exports 
to the United States in 1978, but Romania's exports of 
miscellaneous manufactured goods grew in importance. 


For the future, good prospects exist for Romanian imports 
of American products in the fields of electronics, 
machinery for petroleum development, aviation equipment, 
chemicals and pharmaceuticals, and machinery, especially 
machine tools and machinery for the metallurgical and 
construction sectors. Romanian foreign trade 
organizations will be increasingly emphasizing counter- 





trade and cooperation projects in dealing with American 
suppliers. 


PART A - CURRENT ECONOMIC SITUATION AND TRENDS 


Romania's economy, which continues to be the fastest 
growing in Eastern Europe, slowed slightly in 1978, 
although its performance was still impressive. Romania 
achieved a 7.6 percent growth in national income (net 
material product) in 1978. This was significantly short 
of the ambitious planned range of growth of 11.0 to 11.5 
percent and somewhat less than the 8.6 percent growth 
realized in 1977. The 1979 Plan sets a target of 
expansion at 8.8 percent. The latter goal is below the 
11.0 percent annual growth in national income called for 
in the 1975-80 Five Year Plan. The ambitious targets set 
in the Five Year Plan will be extremely difficult to 
achieve as the economy runs up against constraints of 
manpower, energy, hard currency and raw materials. To 
address some recognized structural problems in the 
economy, including problems of labor productivity and 
management, the Romanian Communist Party in 1978 announced 
measures for ecomonic reform. The "new economic 
mechanism" consists primarily of introducing net 
production and physical production as chief plan 
indicators to be used in conjunction with the traditional 
gross production indicator. Factory managers are 
encouraged to give more attention to the quality as well 
as the quantity of production and some profit sharing is 
allowed. It remains to be seen how these measures will 
work, but the reform apparently does not aim at any 
fundamental decentralization of economic decision-making. 
As for the future, the first information on the new 
1981-85 Five Year Plan is expected to be published at the 
end of 1979. There have been no indications of a change 
of economic strategy, and it may be expected that high 
growth targets will continue to be set, particularly in 
the industrial sector. 


Industry 


The industrial growth rate decelerated slightly in 1978, 
although the absolute growth rate of this sector, at 9 
percent in terms of value in 1978, remained 
extraordinarily high. Industry continues to be the 
priority area for development in Romania's overall 
planning. This is reflected in the percentages of total 
investment allocated to the industrial sector. For 1977, 
47.8 percent of total investment went to industry. For 





1978 the figure was 49.9 percent, and for 1979 the Romanian 
Government plans to allocate 57.0 percent of its total 
investment to industry. 


Although some sectors exceeded the targets set by the Plan, 
the industrial sector as a whole failed to meet the target 
growth of 10.6 percent set for 1978 by 1.6 percent. Output 
was particularly low for the food and chemical industry. 
Reasons for the shortfall in the food industry are due to 

a shortage of raw materials and the impaired growth of the 
chemical industry, which was restrained by the need to 
conserve energy and by a major industrial accident at the 
Pitesti petrochemical plant which affected output. 


Other industrial sectors where targets were not reached in 
1978 included some important ones for the economy, 
including coal and steel production. Production of oil 
and electric energy also fell somewhat short of planned 
growth levels, but production of methane gas exceeded its 
planned target. 


Published information about the 1979 annual plan indicates 
a continued emphasis on rapid industrial growth. The 
planned rate of industrial growth for 1979 is 11.3 
percent. Growth targets for heavy industry will be 
particularly high. These targets for the machine building 
and chemical industries are 13 and 18.3 percent, 
respectively, in terms of gross value. Steel and coal 
production are to increase by 13.7 and 24.1 percent 
respectively. The crude oil output target, however, has 
been set at 14.8 million tons, a reduction by 2 percent 
from the 1978 target. 


Along with high overall growth targets, increasing 
attention is being directed to the quality of production. 
Achieving higher quality production is important to 
Romania's aim of establishing efficient import 
substitution plants and plants whose output can compete in 
Western markets. 





Agriculture 


Agricultural production in Romania, like that in most 
socialist states, has been a problem sector in the 
country's overall development. In the case of Romania, 
about half of its total grain production is grown in the 
handful of counties bordering on the Danube River. As a 
result, production can fluctuate greatly due to drought, 
excessive rainfall or other conditions affecting a 
relatively small area. 


In 1978 Romania's total agricultural production for the 
year increased by 2.4 percent in terms of value. This was 
an improvement over 1977, when agricultural production 
dropped 1.3 percent. Nevertheless, 1978 production fell 
well short of the planned minimum growth target of 6.9 
percent. Shortfalls were officially blamed on adverse 
weather conditions as well as basic organizational 
deficiencies. After the publication of the 1978 figures 
showing a disappointing performance in agriculture, an 
administrative reorganization of the agriculture and food 
processing sectors was announced in 1979. This measure was 
intended to better allocate resources within the sectors 
by blurring some of the distinctions between cooperatives 
and State farms and increased agricultural production. 

The target growth rate in agricultural production for 1979 
has been set at 5.1 to 5.6 percent, a goal which will be 
difficult to reach with only 10.3 percent of total 
investment to be devoted to the farm sector. 


The major component in overall agricultural production is 
cereal production. In 1978, actual production was 18.9 
million tons. The planned production level for 1979 is 
24.7 million tons of cereal, or an increase of about 34 
percent over 1978 actual production. This goal will be 
difficult to meet even assuming favorable weather 
conditions. The 1979 target figures indicate an increased 
emphasis on corn production and a decrease in wheat and 
rye. Romania also projects a large expansion in its 
livestock inventory. This planned expansion, 





taken together with the disappointing 1978 fodder crop, 
would indicate greater demand in the feed sector in 1976. 


Romanian agriculture is plagued by chronic weaknesses 
including: a lack of qualified laborers, a generally 
aging farm population, underemployment of labor, lack of 
incentives to produce, and a shortage of equipment. 
Although agricultural labor accounts for some 33 percent 
of the total work force, the agricultural sector remains 
the stepchild of the country's drive toward industri- 
alization, and its share of total investment continues to 
decline. 


Foreign Trade and Balance of Payments 


Romania's overall trade, which was almost in balance in 
1977, developed a sizeable deficit in 1978. Foreign trade 
grew at 10.1 percent in 1978. This was, however, 
considerably below the target growth rate of 19.1] percent 
for 1978. Imports grew significantly faster than exports 
in 1978. Published trade figures state that there was a 
negative trade balance of 3.2 billion lei, which 
translates to a deficit of over 700 million dollars. 
Disappointing production in agriculture and certain 
sectors of industry and growing energy costs helped to 
account for the gap. This deficit, although manageable, 
is undoubtedly a cause of concern to the Government of 
Romania. The Government's plan for 1979 calls for an 
expansion of total external trade by 16.6 percent. The 
Minister of Foreign Trade, when outlining the plan, stated 
that exports are targeted to grow at a faster rate than 
overall trade, exceeding an 18 percent growth rate. 


Although the ambitious Plan target will be hard to 
achieve, particularly in light of last year's experience, 
long-term prospects for Romania's export performance 
continue to be good. There are assured markets for its 
traditional exports of agricultural and meat products, for 
chemical fertilizers, refined petroleum and petrochemicals 
and for its raw material exports such as lumber. 


Emphasis is still being placed on imports for the industrial 
sector. It is recognized that imports are needed for higher 
technology equipment with high economic efficiency, particularly 
energy-saving equipment. With Romania now importing more 

than half its internal petroleum needs ( a figure mentioned 

in a December 1978 statement by President Ceausescu), 





petroleum will account for an important part of Romania's 
hard currency expenditures. 


Romania's hard currency debt has undoubtedly increased 
after two years of a deficit in its hard currency trade. 
Although official figures show overall] trade in balance in 
1977, hard currency trade sustained a $500-$600 million 
deficit. In 1978 hard currency trade probably accounted 
for much of the overall deficit. In recent years Romania 
has also incurred deficits in non-trade transactions 
("invisibles"). Deficits on payments for transportation 
and other services and interest on foreign borrowings have 
more than offset surpluses in the tourism sector. 
Romania's external debt has been held to quite moderate 
levels in the past. At present Romania's total hard 
currency debt is estimated at $4-$5 billion with a 
debt-service ratio of about 20 percent. In order to 
continue a fairly high level of imports needed for 
projected future growth in the economy -- especially the 
industrial sector -- Romania will need to increase its 
hard currency borrowing. 


Investment 


Investments in terms of gross value increased at a rate of 
16.2 percent in 1978 versus a Plan target of 16.8 
percent. Investments in a number of sectors actually 
exceeded the plan figure, however, while the shortfall in 
overall planned investment was largely caused by the 
failure of industry to reach their investment target by 
some 17 percent. The planned increase of the investment 
fund for 1979 over the 1978 fund is only 9.1 percent, a 
target that is surprisingly low in the Romanian context. 
This probably reflects delays experienced in completing 
read projects which were scheduled to be commissioned 
in 1978. 


Standard of Living 


Romania has achieved high growth rates by emphasizing 
industrial growth and maintaining very high levels of 
investment at the expense of consumer interests. 
According to official figures, national income in 1978 
grew at the rate of 7.6 percent - a rate of growth which 
compares most favorably with the rest of Eastern Europe, 
even though it was well below the target range of 11 to 





11.5 percent in 1978. This figure reflects rising personal 
consumption and inflation. Services to the population expanded 
at a rate of only 6.8 percent, however, far short of the 
targeted 15 percent. A series of price increases in June 19/8 
for basic items -- mass transit, food, and services -- boosted 
the rate of inflation up from tess than 1 percent in 197/ 

to 2.2 percent in 1978. It also accounted for a significant 
portion of the growth registered in the retail sales and 
services indicators. New price:increases on a variety of 
consumer goods, including household appliances and medicines, 
were announced in March 1979, and additional increases are 
expected in 1979, as costlier imports and higher production 
costs put more pressure on the Government to raise prices. 
State expenditures for social-cultural purposes in 1978 were 
approximately 63.2 billion lei, only. 1 percent less than the 
Plan figure for 1978. 


The Government has announced a scheduled progressive 
reduction of the work week from 48 to 46 hours to be 
completed for all workers by 1980, but this reduction in 
hours for the work force is behind its planned progress, 
with only some 19.5 percent of the non-agricultural work 
force benefitting from this schedule by the end of 1978. 
The target for 1979 is to have 55-60 percent of these 
workers adopt the 46-hour week. 


PART B - IMPLICATIONS FOR THE UNITED STATES 


The volume of U.S.-Romanian trade has increased more than 
eight-fold during the 1970's. The United States has now 
become Romania's second largest hard currency trading 
partner, after West Germany. This growth has been spurred 
by the signing of a U.S.-Romanian Trade Agreement in 1975, 
which accorded MFN tariff treatment to Romania and 
facilitated commercial exchanges. ‘The trade agreement was 
renewed in 1978, and a series of other agreements and 
protocols in the economic field have been signed. In 
addition, the two sides have established a Joint 
American-Romanian Economic Commission, an inter- 
governmental body, to discuss trade issues and a 
Romanian-U.S. Economic Council to facilitate contacts 
between American firms and Romanian companies. Since 

1976, Romania has received preferential tariff status from 
the United States under the Generalized System of Preferences. 
The United States has also extended both Eximbank loans and 
CCC commercial credits to Romania. 





Romania and the United States have established a goal 
achieving $1 billion in two-way trade by 1980. In 1978 
significant progress was made toward that goal, with U.S. 
trade figures showing 35 percent growth in overall trade. 
Total trade reached the $664 million figure. For the 
first time in recent years, the balance was slightly in 
Romania's favor, with $345 million in exports to the 
United States and $319 million in imports from the United 
States. 


While two-way trade has grown dramatically, it has 
remained somewhat narrowly based. On the export side, 
agricultural products accounted for 46.8 percent of 
American exports to Romania in 1978. There was an 
encouraging increase in exports of manufactured goods, 
however, from $61 million in 1977 to $118.9 million in 
1978. 


American imports from Romania were somewhat more 
diversified, although two items--fuel oi] and 
naphtha--accounted for about one-fourth of total imports. 
Imports from Romania of manufactured goods, including 


furniture and such light industry goods as textiles, 
footwear, glassware and carpeting, have grown 
significantly. Romania has also increased its food 
exports to the United States, including exports of canned 
hams, pork and cheese. 


The Romanian Government's general policy has been to 
develop a range of trade relationships with many countries 
rather than relying on a few trading partners. Romania's 
trade with its CMEA partners, including the Soviet Union 
which is its single largest trading partner, accounted for 
some 42 percent of its total trade in 1977 (the last year 
for which official figures are available). ‘This was 
considerably less proportionately than the 67 percent this 
trade had represented in 1960, although the absolute 
volume of Romania's trade with its CMEA partners greatly 
increased over this period. 


Romania's membership in the GATT, the IMF and the IBRD has 
helped to spur its trade with non-communist states. 
Romanian trade with the industrial West has increased to 
some one-third of its overall foreign trade. Trade with 
third world nations has also grown rapidly since the 
1960's. In percentage terms, this trade has increased 





from almost 5 percent in 1960 to almost 19 percent in 
1977. Throughout the period 1960 to 1978, Romania's 
foreign trade has expanded remarkably, from a value of 
some 8.2 billion lei in 1960 to 76.8 billion lei in 1978. 


As a result of Romania's foreign trade growth and its 
growing hard currency deficit, Romania is putting an 
increasing emphasis on countertrade -arrang.ements’ in its 
dealing with Western firms. In addition to countertrade, 
Romania is also showing continuing interest in cooperation 
projects between Western firms and Romanian trade 
organizations, covering the spectrum from licensing 
arrangements to equity joint ventures in Romania and 
cooperation projects in third markets. 


The demands by Romanian organizations for countertrade 
have discouraged some smaller Western firms from dealing 
in the Romanian market. Other problems American firms 
have noted in dealing in Romania include slow 
decision-making on the part of the Romanian partners and 
the comparative lack of up-to-date economic and marketing 
data for Romania. The problem most frequently cited by 
U.S. firms doing business in Romania is the long, costly 
negotiating process, which has three specific phases: 1) 
technical discussion; 2) commercial talks; and 3) final 
negotiations. In the final phase, Romanian regulations 
require that offers from two or three competing firms be 
considered. The whole process of putting together a 
contract can last two or more years and may cost as much 
as 10 times the amount it would in the West. On the 
United States side, American firms have mentioned the 
difficulty of obtaining the low-cost financing the 
Romanians seek and have complained of being hindered by 
U.S. export controls on the sale of more sophisticated 
equipment and technology. In spite of these obstacles, 
numerous American businessmen, both exporters and 
importers, have found the Romanian market a profitable one. 


Prospects for Future U.S.-Romanian Trade 


Published figures on Romania's annual plan and budget for 
1979 show a foreign trade growth target of 16.6 percent. 
No published information is yet available on the 1981-85 
Five Year Plan which will determine spending priorities 
for the economy for that period, but it is to be expected 
that the targets for foreign trade growth and investment 
will remain high. Details of the new Plan are expected to 
be submitted to the Romanian Communist Party leadership in 
late 1979 so that plans can be developed by the end of the 
year for new, long-term projects. 





Over the short run, at least, Romania's import priorities 
from the United States will continue to be agricultural 
products; coal, including coking coal, other selected raw 
materials and semi-processed goods. At the same time, 
Romania is interested in American technology for both 
light and heavy industrial machines and in high 
technology/high efficiency equipment which reduces energy 
costs and conserves raw materials. 


For their part, American firms have shown considerable 
interest in doing business with Romania. Some 20 such 
firms or their Euopean subsidiaries currently have offices 
in Romania. The Romanian Government has a commercial 
office in New York as well as smaller commercial offices 
in Chicago and Los Angeles. The Romanian Bank of Foreign 
Trade is opening a representative office in New York in 
1979. 


Specific areas where American exports to Romania could 
grow include the energy area (coal and oil equipment), 
electronics, the aircraft industry, the steel sector and 
the chemical industry. 


In the energy sector, Romania has concluded licensing and 
services agreements with Canada which foresee the 
construction of four 600-megawatt nuclear reactors in 
Romania, with the possibility of building up to a dozen 
more reactors into the 1990's. Initiation of construction 
of the first plant is planned for 1980. Equipment for the 
CANDU system will be needed, including pumps, heat 
exchanges, steel tubes and alloy tubes. Romania is also 
interested in technology for low-quality coal production 
and in power-generating equipment. To develop oil 
resources, Romania may buy equipment and technology for 
secondary and tertiary recovery of on-shore oil] and 
equipment for exploration and production of off-shore oi] 
(platforms or ships). 


In the machine-building sector, Romania wants to develop 
professional electronics--including micro-electronics, 
computers, processors and peripherals, both for internal 
use and export. Romania may purchase mining equipment and 
components for the automotive and earth-moving 

industries. The aircraft industry offers possibilities 
for sales and cooperation. In the steel sector, Romania 
is interested in equipment and technology to expand 
production capacity and to increase capacity in 


specialized steel goods. In the machine-building area, 





the United States Department of Commerce-sponsored exhibit 
at the October 1979 Technoexpo'79 will feature quality 
control instrumentation and will offer U.S. suopliers an 
opportunity to promote their products in Romania. 


In the chemical industry, most of Romania's needs for 
equipment and technology are tied to specific cooperation 
projects. Romania is interested in technology and 
equipment for potassium recovery and for plants to produce 
synthetic fiber, synthetic rubber and dyestuffs. There 
are opportunities for the export to Romania of 
fertilizers, pesticides and various chemcial/petrochemical 
products. 


*% U. S. GOVERNMENT PRINTING OFFICE : 1979—281-058/144 
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